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Abstract 
The analysis of the activity of the Bucharest Stock Exchange can be realized with the help of a complex system of indexes. Out 
of these, an especially important role in the creation of a real image on the performances of the main stock exchange institution of 
Romania is held by the BET (Bucharest Exchange Trading) index. One of the factors with significant influence on the value of 
BET is the stock exchange capitalization. This is an indicator on the potential of a stock exchange which reflects the market value 
of listed companies and can be determined as sum of the product between the number of shares issued by each listed entity and 
its corresponding market price. This paper describes the analysis of a data series (daily frequency) regarding the value of BET 
index and stock exchange capitalization in 2012. The 250 terms of the series subjected to econometric analysis are collected from 
official sources. 
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Nomenclature 
N   number of shares in the index’s portfolio (ten shares)  
pi0  closing price of the „i” symbol recorded in the main market during the reference 
transaction session (corresponding to the last update of the index) 
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pit closing price of the „i” symbol recorded in the main market during the “t” reference 
transaction session 
wfi0   weighting factor corresponding to the „i” symbol in the reference transaction session 
BET    value of the BET index (dependent variable) 
CAPITALIZARE  value of capitalization for the Bucharest Stock Exchange (independent variable) 
α, β    parameters of the linear regression model 
ε    error of the regression model 
 
The BET index was launched in September 1997 and is the reference index of the capital market in our country. 
BET is a Laspeyres-type price index, weighted with the stock exchange capitalization, reflecting the overall trend of 
the shares issued by the first ten companies, classified upon their liquidity. Thus, prices recorded in every 
transaction session are reported to the prices recorded in the reference transaction session, by using the following 
calculation formula: 
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To analyze the relationship existing between the value recorded by the Bucharest Exchange Trading index and 
the stock exchange capitalization, both statistic-mathematical methods and – especially – econometric regression 
can be used.  
In an initial stage of the analysis of the considered data series, the Eviews software was used to generate a set of 
statistical tests specific to each of the two considered indicators: the value of the BET index and the stock exchange 
capitalization. 
Statistical tests applied for the data series related to the evolution of the BET index during the analyzed period 
have revealed the fact that its average value is 4.857,236 lei. Also, it can be observed the fact that the distribution of 
this data series does not always fits the normal distribution, situation that cannot be considered to be very serious, 
because it is specific to most data series in the financial field. 
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Series: BET
Sample 1/04/2012 12/28/2012
Observations 250
Mean       4857.236
Median   4818.675
Maximum  5385.670
Minimum  4303.570
Std. Dev.   280.6409
Skewness   0.158407
Kurtosis   2.228163
Jarque-Bera  7.251069
Probability  0.026635
 
Fig. 1. Statistical tests for BET 
 
In the case of the analysis for the data series related to the evolution of stock exchange capitalization, it can be 
observed that this indicator records an average value of 84.146,510 mil.lei, the distribution of recorded values being 
also different from the normal one. 
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Series: CAPITALIZARE
Sample 1/04/2012 12/28/2012
Observations 250
Mean       8.41e+10
Median   8.54e+10
Maximum  9.85e+10
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Std. Dev.   6.52e+09
Skewness  -0.337418
Kurtosis   2.281835
Jarque-Bera  10.11630
Probability  0.006357
 
Fig. 2. Statistical tests for CAPITALIZARE 
 
To determine the type of regression model that is to be used in order to establish the dependence between the 
value of the BET index and the value of stock exchange capitalization, the two series of data were represented 
within a point chart, on which the regression line was also drawn. 
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Fig. 3. Correlation between variables. The regression line 
As it can be seen from the above chart, between the two variables (the value of the BET index and the stock 
exchange capitalization), a linear connection exists. Thus, it can be stated that the dependency can be synthetically 
presented with the help of an econometric model specific to the simple linear regression: 
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 BET = α + β * CAPITALIZARE + ε 
 
 Based on the previously mentioned elements, with the help of the Eviews software system, the parameters 
of the presented regression model were estimated, using for estimation the least squares method.  
 
Dependent Variable: BET   
Method: Least Squares   
Date: 07/30/13   Time: 17:44   
Sample (adjusted): 1/04/2012 12/18/2012  
Included observations: 245 after adjustments  
Variable 
Coefficien
t Std. Error t-Statistic Prob.   
C 2141.023 162.4726 13.17775 0.0000 
CAPITALIZARE 3.24E-08 1.93E-09 16.75345 0.0000 
R-squared 0.535975     Mean dependent var 
4855.37
8 
Adjusted R-squared 0.534065     S.D. dependent var 
278.615
1 
S.E. of regression 190.1811     Akaike info criterion 
13.3419
6 
Sum squared resid 8789032.     Schwarz criterion 
13.3705
4 
Log likelihood -1632.390     Hannan-Quinn criter. 
13.3534
7 
F-statistic 280.6781     Durbin-Watson stat 
0.08281
7 
Prob(F-statistic) 0.000000    
Estimation Command: 
========================= 
LS BET C CAPITALIZARE 
 
Estimation Equation: 
========================= 
BET = C(1) + C(2)*CAPITALIZARE 
  
Substituted Coefficients: 
========================= 
BET = 2141.02316511 + 3.23613403506e-08*CAPITALIZARE 
 
Based on the data presented in the table above, the values of the two parameters of the regression model, α and β, 
are described as it follows: 
 
 α = 2141.123 
810*24.3   
 
 Thus, the regression model that characterizes the relationship between the BET index and the value of stock 
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exchange capitalization can be transcribed as:  
 
BET = 2141.123 + 0.0000000324 * CAPITALIZARE 
 
As it can be observed, during the analyzed period, the value of stock exchange capitalization represents a 
significant influence factor for the variance of the BET index. In this respect, it can be outlined the fact that the 
value of the free term, as an image of the factors not included in the econometric model, has a very high value, this 
explaining for more than 90% the variation of the main index of the Bucharest Stock Exchange. 
A comparison made between the model determined for the values recorded by the two indicators during the 
current year and the ones for the years 2010, and 2007 (subjected to previous analyses) revealed the fact that the 
importance of stock exchange capitalization in the determination of the BET index value decreased significantly. 
This situation can be explained through the deepening of the effects of the economic financial crisis, which led to 
the appearance of quick modification, hard to anticipate, of the factors that influence the activity of the main 
companies listed on the capital market in our country, and implicitly the evolution of the main indicators specific to 
the Bucharest Stock Exchange.  
Both R-squared (R2) and Adjusted R-squared (adjusted R2) show the proportion in which the dependent variable 
is explained through the independent parameter. The values recorded are between 0 and 1. The difference between 
the two quotients is the fact that Adjusted R-squared presents, from the statistical point of view, a more significant 
result as is sanctions the input of independent variables that have a low relevance in the explanation of the 
dependent variable.  
The validity of the analyzed regression model can be studied with the help of test provided by Eviews.  
Based on the values of R-squared and F-statistic tests (whose value, F-statistic, 280.6781 surpasses the reference 
table level), it can be stated that the model which describes the relationship between the value of stock exchange 
capitalization and the value of the main index of the Romanian Capital Market is correct. 
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